National Aeronautics and
Space Administration
Washington, DC 20546

Procurement Notice

PN 04-81
September 1, 2015

NFS 1845 and 1852, NASA Capitalization Threshold

BACKGROUND: This Procurement Notice (PN) revises the NASA FAR Supplement
(NFS) to reflect the interim rule published on August 27, 2015 in the Federal Register.
This interim rule amends the NASA FAR Supplement to increase the NASA
capitalization threshold from $100,000 to $500,000.

ACQUISITIONS AFFECTED BY CHANGES: All contract awards (including contracts
for supplies, services, construction, and major systems) that require the use of
Government property by contractors after the effective date (August 27, 2015) of this
NFS interim rule.

ACTION REQUIRED BY CONTRACTING OFFICERS: Contracting officers shall use
the enclosed revised NFS clauses in all contracts awarded and final solicitations issued
after the effective date of the NFS interim rule dated August 27, 2015. Contracting
officers may negotiate no cost, bilateral agreement to include the clauses in existing
contracts.

PROVISION AND CLAUSE CHANGES: 1852.245-70, 1852.245-78 and NFS Clause
Matrix

PART(S) AFFECTED: Parts 1845 and 1852.

TYPE OF RULE AND PUBLICATION DATE: The PN was published as an interim rule
in the Federal Register (80 FR 51957) on August 27, 2015.

HEADQUARTERS CONTACT: Andrew O’Rourke, Office of Procurement, Contract &
Grant Policy Division, (202) 358-4560, email: andrew.orourke@nasa.gov.

sl

William P. McNally
Assistant Administrator for Procurement
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PART 1845—GOVERNMENT PROPERTY

1845.301-71 Use of Government property for commercial work.

(a) The coverage at FAR 45.3 applies to a contractor’s
commercial (any non-Government) use of any NASA equipment.

(b) (1) The Center Procurement Officer is the approval
authority for non-Government use of equipment exceeding 25
percent.

(2) The percentage of Government and non-Government
use shall be computed on the basis of time available for use.
For this purpose, the contractor’s normal work schedule, as
represented by scheduled production shift hours, shall be used.
All equipment having a unit acquisition cost of less than
$500,000 at any single location may be averaged over a quarterly
period. Egquipment having a unit acquisition cost of $500,000 or
more shall be considered on an item-by-item basis.

(3) Approvals for non-Government use, less than 25
percent, may not exceed 1 year. Approval for non-Government use
in excess of 25 percent shall not exceed 3 months.

(4) Requests for the approval shall be submitted to
the Center Procurement Officer at least 6 weeks in advance of
the projected use and shall include—

(1) The number of equipment items involved and
their total acquisition cost; and
(ii) An itemized listing of equipment having an

acquisition cost of $500,000 or more, showing for each item the
nomenclature, year of manufacture, and acquisition cost.

1845.7101-1 Property classification.
(a) General.

(1) Contractors shall report costs in the
classifications on NF 1018, as described in this section. The
cost of heritage assets and obsolete property will be reported
on the NF 1018 under the appropriate classification.
Supplemental reporting may also be required.

(2) (1) Heritage assets are property, plant and
equipment that possess one or more of the following
characteristics:

(A) Historical or natural significance;

(B) Cultural, educational or artistic
importance; or

(C) Significant architectural
characteristics.

(ii) Examples of NASA heritage assets
include buildings and structures designated as National Historic
Landmarks as well as aircraft, spacecraft and related components
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on display to enhance public understanding of NASA programs.
Heritage assets which serve both a heritage and government
operation function are considered multi-use when the predominant
use is in general government operations. Multi-use heritage
assets will not be considered heritage assets for NF 1018
supplemental reporting purposes.

(3) Obsolete property is property for which there are
no current plans for use in its intended purpose (i.e. it no
longer provides service to NASA operations). Examples of
obsolete property are items in configurations which are no
longer required or used by NASA or items held for engineering
evaluation purposes only. NASA may have approved the retention
of these items for programmatic reasons even though they have no
current plans for use.

(b) Land. Includes costs of land and improvements to land.
Contractors shall report land with a unit acquisition cost of
$3665660 [500,000] or more.

(c) Buildings. Includes costs of buildings, improvements to
buildings, and fixed equipment required for the operation of a
building which is permanently attached to and a part of the
building and cannot be removed without cutting into the walls,
ceilings, or floors. Contractors shall report buildings with a
unit acquisition cost of $+686+6668 [500,000] or more. Examples
of fixed equipment required for functioning of a building
include plumbing, heating and lighting equipment, elevators,
central air conditioning systems, and built-in safes and vaults.

(d) Other Structures and Facilities. 1Includes costs of
acquisitions and improvements of real property (i.e. structures
and facilities other than buildings); for example, airfield
pavements, harbor and port facilities, power production
facilities and distribution systems, reclamation and irrigation
facilities, flood control and navigation aids, utility systems
(heating, sewage, water and electrical) when they serve several
buildings or structures, communication systems, traffic aids,
roads and bridges, railroads, monuments and memorials, and
nonstructural improvements such as sidewalks, parking areas, and
fences. Contractors shall report other structures and
facilities with a unit acquisition cost of $366+666 [500,000] or
more and a useful life of two years or more.

(e) Leasehold improvements. Includes NASA-funded costs of
improvements to leased buildings, structures, and facilities, as
well as easements and right-of-way, where NASA is the lessee or
the cost is charged to a NASA contract. Contractors shall
report leasehold improvements with a unit acquisition cost of
S+06+-660 [500,000] or more and a useful life of two years or
more.
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(f) Construction in Progress. Includes costs of work in
process for the construction of Buildings, Other Structures and
Facilities, and Leasehold Improvements to which NASA has title,
regardless of wvalue.

(g) Equipment. Includes costs of commercially available
personal property capable of stand-alone use in manufacturing
supplies, performing services, or any general or administrative
purpose (for example, machine tools, furniture, vehicles,
computers, software, test equipment, including their accessory
or auxiliary items). Software integrated into and necessary to
operate another item of Government property is considered to be
an auxiliary item (see FAR 45.501) and should be considered part
of the item of which it is an integral part. Other software to
which NASA has title shall be classified as an individual item
of equipment for reporting purposes if it has a useful life of 2
years or more and acquisition cost of $1,000,000 or more (also
see 1845.7101-3(g)). Enhancement costs for existing software
should be added to the software acquisition cost if the
enhancement results in significant additional capability beyond
that for which the software was originally developed (i.e. a
capability that was not included in the original software
specifications, the total cost of the enhancement is $1,000,000
or more, or the expected useful life of the enhanced software is
2 years or more). Software licenses are excluded. Contractors
shall separately report—

(1) The amount for all items with a unit acquisition
cost of $36656H66 [500,000] or more and a useful life of two
years or more; and

(2) All other items.

(h) Special Tooling. Includes costs of equipment and
manufacturing aids (and their components and replacements) of
such a specialized nature that, without substantial modification
or alteration, their use is limited to development or production
of particular supplies or parts, or performance of particular
services (see FAR 45.101). Examples include jigs, dies,
fixtures, molds, patterns, taps and gauges. Contractors shall
separately report—

(1) The amount for all items with a unit acquisition
cost of $3665666 [500,000] or more and a useful life of two
years or more; and

(2) All other items.

(1) Special Test Equipment. Includes costs of equipment
used to accomplish special purpose testing in performing a
contract, and items or assemblies of equipment (see FAR 45.101).
Contractors shall separately report—
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(1) The amount for all items with a unit acquisition
cost of $3665666 [500,000] or more and a useful life of two
years or more; and

(2) All other items.

(k) Agency-Peculiar Property. Includes costs of completed
items, unigque to NASA aeronautical and space programs, which are
capable of stand-alone operation. Examples include research
aircraft, reusable space vehicles, ground support equipment,
prototypes, and mock-ups. The amount of property, title to
which vests in NASA as a result of progress payments to fixed
price subcontractors, shall be included to reflect the pro rata
cost of undelivered agency-peculiar property. Completed end
items not related to the International Space Station or the
Space Shuttle program which otherwise meet the definition of
Agency-Peculiar Property, and are destined for permanent
operation in space, such as satellites and space probes, shall
not be reported. Contractors shall separately report—

(1) The amount for all items with a unit acquisition
cost of $366560H66-[500,000] or more and a useful life of two
years or more; and

(2) All other items.

(1) Contract Work-in-Process. Work-in-process (WIP)
consists of property items under construction (i.e. not
complete). It includes costs of all work-in-process regardless
of value, and excludes costs of completed items reported in
other categories. While the costs of WIP for International Space
Station and Space Shuttle components should be included as WIP,
satellites and space probes and their components should be
excluded from WIP as those items will be accounted for by NASA.

1845.7101-2 Transfers of property.

A transfer is a change in accountability between and among
prime contracts, NASA Centers, and other Government agencies
(e.g., between contracts of the same NASA Center, contracts of
different NASA Centers, a contract of one NASA Center to
another, a NASA Center to a contract of another NASA Center, and
a contract to another Government agency or its contract). To
enable NASA to properly control and account for all transfers,
they shall be adequately documented. Adequate documentation
includes the appropriate dollar amount of the asset(s)
transferred (as prescribed in 1845.7101-3) and the formal,
signed NASA or contractor authorization approving the transfer.
In addition, procurement, property, and financial organizations
at NASA Centers must affect all transfers of accountability,
although physical shipment and receipt of property may be made
directly by contractors. The procedures described in this
section shall be followed to provide an administrative and audit
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trail, even if property is physically shipped directly from one
contractor to another. Property shipped between September 1 and
September 30, inclusively, shall be accounted for and reported
by the shipping contractor, regardless of the method of
shipment, unless written evidence of receipt at destination has
been received. Repairables provided under fixed price repair
contracts that include the clause at 1852.245-72, Liability for
Government Property Furnished for Repair or Other Services,
remain accountable to the cognizant NASA Center and are not
reportable on NF 1018; repairables provided under a cost-
reimbursement contract, however, are accountable to the
contractor and reportable on NF 1018. All materials provided to
conduct repairs are reportable, regardless of contract type.

(a) Approval and Notification. The contractor must obtain
approval of the contracting officer or designee for transfers of
property off the prime contract before shipment. Each shipping
document must be signed by the contracting officer or designee
demonstrating such approval. Each shipping document must
contain contract numbers, shipping references, property
classifications in which the items are recorded (including
Federal Supply Classification group (FSC) codes for equipment),
unit acquisition costs (as defined in 1845.7101-3, Unit
Acquisition Cost), original Government acquisition dates for
items with a unit acquisition cost of $3686+666 [500,000] or more
and a useful life of two years or more, and any other
appropriate identifying or descriptive data. Where the DD Form
250, Material Inspection and Receiving Report, is used, the FSC
code will be part of the national stock number (NSN) entered in
Block 16 or, if the NSN is not provided, the FSC alone shall be
shown in Block 16. The original Government acquisition date
shall be shown in Block 23, by item. Other formats, such as the
DD Form 1149, Requisition and Invoice/Shipping Document, should
be clearly annotated with the required information. Unit
acquisition costs shall be obtained from records maintained
pursuant to FAR Part 45 and this Part 1845, or, for uncompleted
items where property records have not yet been established, from
such other record systems as are appropriate such as
manufacturing or engineering records used for work control and
billing purposes. Shipping contractors shall furnish a copy of
the formally approved shipping document to the cognizant
property administrator. Shipping and receiving contractors
shall promptly submit copies of shipping and receiving documents
to the Center Deputy Chief Financial Officer, Finance,
responsible for their respective contracts when accountability
for NASA property is transferred to, or received from, other
contracts, contractors, NASA Centers, or Government agencies.
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(b) Reclassification. 1If property is transferred to another
contract or contractor, the receiving contractor shall record
the property in the same property classification and amount
appearing on the shipping document. For example, when a
contractor receives an item from another contractor that is
identified on the shipping document as equipment, but that the
recipient intends to incorporate into special test equipment,
the recipient shall first record the item in the equipment
account and subsequently reclassify it as special test
equipment. Reclassification of equipment, special tooling,
special test equipment, or agency-peculiar property requires
prior approval of the contracting officer or a designee.

(c) Incomplete documentation. If contractors receive
transfer documents having insufficient detail to properly record
the transfer (e.g., omission of property classification, FSC,
unit acquisition cost, Government acquisition date, required
signatures, etc.) they shall request the omitted data directly
from the shipping contractor or through the property
administrator. The contracting officer shall assist the
Government Property Administrator and the receiving contractor
to obtain all required information for the receiving contractor
to establish adequate property records.

1845.7101-3 Unit acquisition cost.

(a) The unit acquisition cost shall include all costs
incurred to bring the property to a form and location suitable
for its intended use. The following is representative of the
types of costs that shall be included, when applicable:

(1) Amounts paid to vendors or other contractors.

(2) Transportation charges to the point of initial use.

(3) Handling and storage charges.

(4) Labor and other direct or indirect production costs (for
assets produced or constructed).

(5) Engineering, architectural, and other outside services

for designs, plans, specifications, and surveys.
(6) Acquisition and preparation costs of buildings and other
facilities.

(7) An appropriate share of the cost of the equipment and
facilities used in construction work.

(8) Fixed equipment and related installation costs required
for activities in a building or facility.

(9) Direct costs of inspection, supervision, and

administration of construction contracts and construction work.
(10) Legal and recording fees and damage claims.
(11) Fair values of facilities and equipment donated to the
Government.

Page 8 of 15



(b) Acquisition cost shall include, where appropriate, for
contractor acquired property, related fees, or a pro rata
portion of fees, paid by NASA to the contractor. Situations
where inclusion of fees in the acquisition cost would be
appropriate are those in which the contractor designs, develops,
fabricates or purchases property for NASA and part of the fees
paid to the contractor by NASA are related to that effort.

(c) Acquisition cost shall be developed using actual costs to
the greatest extent possible, especially costs directly related
to fabrication such as labor and materials. Where estimates are
used, there must be a documented methodology based on a
historical basis. All acquisition costs shall be properly
documented, supported and retained. Supporting documentation
shall be made available upon request.

(d) The use of weighted average methodologies is acceptable
for valuation of Material.

(e) Contractors shall report unit acquisition costs using
records that are part of the prescribed property or financial
control system as provided in this section. Fabrication costs
shall be based on approved systems or procedures and include all
direct and indirect costs of fabrication.

(f) Only modifications that improve an item’s capacity or
extend its useful life two years or more and that cost $+665666
[500,000] or more shall be reported on the NF 1018 on the
$3+665+666—[500,000] & Over line. The costs of any other
modifications, excluding routine maintenance, will be reported
on the Under $+665666 [500,000] line. TIf an item’s original
unit acquisition cost is less than $36865666 [500,000], but a
single subsequent modification costs $366+666 [500,000] or more,
that modification only will be reported as an item $3665666
[500,000] or more on subsequent NF 1018s. The original
acquisition cost of the item will continue to be included in the
under $3665666 [500,000] total. The gquantity for the modified
item will remain “1” and be reported with the original
acquisition cost of the item. If an item’s acquisition cost 1is
reduced by removal of components so that its remaining
acquisition cost is under $3665666 [500,000], it shall be
reported as under $386+666 [500,000].

(g) Software acquisition costs include software costs
incurred up through acceptance testing and material internal
costs incurred to implement the software and otherwise make the
software ready for use. Costs incurred after acceptance testing
are excluded. License, maintenance, training, and data
conversion costs are also excluded. If the software is
purchased as part of a package, the costs will need to be
segregated in such manner as to ensure that the excluded costs
(maintenance, training, etc.) are not reported as part of the
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software’s acquisition cost. Enhancement costs for existing
software should be added to the acquisition cost if the
enhancement results in significant additional capability beyond
that for which the software was originally developed (i.e. a
capability that was not included in the original software
specifications), the total cost of the enhancement is $1,000,000
or more, and the expected useful life of the enhanced software
is 2 years or more. Include the same types of cost as indicated
above under new software. Costs incurred solely to repair a
design flaw or perform minor upgrades should not be included.

(h) The computation of work in process (WIP) shall include
all direct and indirect costs of fabrication, including
associated systems, subsystems, and spare parts and components
furnished or acquired and charged to work in process pending
incorporation into a finished item. These types of items make up
what is sometimes called production inventory and include
programmed extra units to cover replacement during the
fabrication process (production spares). Also included are
deliverable items on which the contractor or a subcontractor has
begun work, and materials issued from inventory. The computation
of WIP shall incorporate the other requirements for unit
acquisition cost as outlined in paragraphs (a) through (e) of
this section. In addition, acquisition cost of property
furnished by the Government, which has been incorporated in the
property item under construction or in process of fabrication,
should be included. Do not include costs for operation or
repairing existing completed property items. Once the property
is complete, include all the costs outlined above in its
acquisition value in the property record. The WIP values are
inception to date until such time as the WIP is completed. It
does not include future costs.

PART 1852—SOLICITATION PROVISIONS AND CONTRACT CLAUSES
Subpart 1852.2-Texts of Provisions and Clauses

1852.245-70 Contractor Requests for Government-Provided
Equipment.

As prescribed in 1845.107-70(a) (1), insert the following
clause:

CONTRACTOR REQUESTS FOR GOVERNMENT-PROVIDED EQUIPMENT
(FAN—2611 [AUG 2015])

(a) The Contractor shall provide all property required for

the performance of this contract. The Contractor shall not
acquire or construct items of property to which the Government
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will have title under the provisions of this contract without
the Contracting Officer’s written authorization. Property which
will be acquired as a deliverable end item as material or as a
component for incorporation into a deliverable end item is
exempt from this requirement. Property approved as part of the
contract award or specifically required within the statement of
work is exempt from this requirement.

(b) (1) In the event the Contractor is unable to provide the
property necessary for performance, and the Contractor requests
provision of property by the Government, the Contractor’s
request shall—

(1) Justify the need for the property;

(ii) Provide the reasons why contractor-owned property
cannot be used;

(iii) Describe the property in sufficient detail to
enable the Government to screen its inventories for available
property or to otherwise acquire property, including applicable
manufacturer, model, part, catalog, National Stock Number or
other pertinent identifiers;

(iv) Combine requests for quantities of items with
identical descriptions and estimated values when the estimated
values do not exceed $366+6668 [500,000] per unit; and

(v) Include only a single unit when the acquisition or
construction value equals or exceeds $3686+666 [500,000].

(2) Contracting Officer authorization is required for items
the Contractor intends to manufacture as well as those it
intends to purchase.

(3) The Contractor shall submit requests to the Contracting
Officer no less than 30 days in advance of the date the
Contractor would, should it receive authorization, acquire or
begin fabrication of the item.

(c) The Contractor shall maintain copies of Contracting
Officer authorizations, appropriately cross-referenced to the
individual property record, within its property management
system.

(d) Property furnished from Government excess sources is
provided as-is, where-is. The Government makes no warranty
regarding its applicability for performance of the contract or
its ability to operate. Failure of property obtained from
Government excess sources under this clause is insufficient
reason for submission of requests for equitable adjustments
discussed in the clause at FAR 52.245-1, Government Property, as
incorporated in this contract.

(End of Clause)
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ALTERNATE I
(FAN—2611[AUG 2015])

As prescribed in 1845.107-70(a) (2), add the following paragraph
(e) .

(e) In the event the Contracting Officer issues written
authorization to provide property, the Contractor shall screen
Government sources to determine the availability of property
from Government inventory or excess property.

(1) The Contractor shall review NASA inventories and
other authorized Federal excess sources for availability of
items that meet the performance requirements of the requested
property.

(1) If the Contractor determines that a suitable
item is available from NASA supply inventory, it shall request
the item using applicable Center procedures.

(1i) If the Contractor determines that an item
within NASA or Federal excess 1is suitable, 1t shall contact the
Center Industrial Property Officer to arrange for transfer of
the item from the identified source to the Contractor.

(2) If the Contractor determines that the required
property is not available from inventory or excess sources, the
Contractor shall note the acquisition file with a list of
sources reviewed and the findings regarding the lack of
availability. If the required property is available, but
unsuitable for use, the contractor shall document the rationale
for rejection of available property. The Contractor shall retain
appropriate cross-referenced documentary evidence of the outcome
of those screening efforts as part of its property records
system.

1852.245-78 Physical Inventory of Capital Personal Property.
As prescribed in 1845.107-70(i), insert the following
clause.

PHYSICAL INVENTORY OF CAPITAL PERSONAL PROPERTY
(FAN—2611 [AUG 2015])

(a) In addition to physical inventory requirements under
the clause at FAR 52.245-1, Government Property, as incorporated
in this contract, the Contractor shall conduct annual physical
inventories for individual property items with an acgquisition
cost exceeding $3+665+666 [500,000].

(1) The Contractor shall inventory—
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(i) Items of property furnished by the
Government;

(ii) Items acquired by the Contractor and titled
to the Government under the clause at FAR 52.245-1;

(iii) Items constructed by the Contractor and not
included in the deliverable, but titled to the Government under
the clause at FAR 52.245-1; and

(iv) Complete but undelivered deliverables.

(2) The Contractor shall use the physical inventory
results to validate the property record data, specifically
location and use status, and to prepare summary reports of
inventory as described in paragraph (c) of this clause.

(b) Unless specifically authorized in writing by the
Property Administrator, the inventory shall be performed and
posted by individuals other than those assigned custody of the
items, responsibility for maintenance, or responsibility for
posting to the property record. The Contractor may request a
waiver from this separation of duties requirement from the
Property Administrator, when all of the conditions in either (1)
or (2) of this paragraph are met.

(1) The Contractor utilizes an electronic system for
property identification, such as a laser bar-code reader or
radio frequency identification reader, and

(1) The programs or software preclude manual data
entry of inventory identification data by the individual
performing the inventory; and

(1ii) The inventory and property management
systems contain sufficient management controls to prevent
tampering and assure proper posting of collected inventory data.

(2) The Contractor has limited quantities of property,
limited personnel, or limited property systems; and the
Contractor provides written confirmation that the Government
property exists in the recorded condition and location;

(3) The Contractor shall submit the request to the
cognizant property administrator and obtain approval from the
property administrator prior to implementation of the practice.

(c) The Contractor shall report the results of the physical
inventory to the property administrator within 10 calendar days
of completion of the physical inventory. The report shall—

(1) Provide a summary showing number and value of
items inventoried; and
(2) Include additional supporting reports of—
(1) Loss in accordance with the clause at 52.245-
1, Government Property;
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(ii) Idle property available for reuse or
disposition; and

(iii) A summary of adjustments made to location,
condition, status, or user as a result of the physical inventory
reconciliation.

(d) The Contractor shall retain auditable physical
inventory records, including records supporting transactions
associated with inventory reconciliation. All records shall be
subject to Government review and/or audit.

(End of clause)
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NFS Matrix Update

Clause Title Date Prescribed In P UCF |[IBR Fill [Mod [AppDev|FP |CR |FP |[CR [FP |CR FP |ICR |T&M|A&E|ID |[TRN |[SAP|CI
Number or or In |or SUP [SUP |R&D |R&D [SVC |SVC [CON |CON |LH DEL
C FT Sub

1852.245-70 |Contractor Requests for (AUG 2015) |1845.107-70 (a)(1) |C G IBR A A A A A A

Government-Owned

Property
1852.245-70 |Alternate | (AUG 2015) |1845.107-70(a)2) IC |G [IBR A A A A A
1852.245-78 |Physical Inventory of (AUG 2015) |1845.107-70 (i) C G IBR A A A A A A A A A A

Capital Personal Property
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